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After the reform and open policy, China has successfully practiced the change in 
economy and society which could be a typical sample to study the pros and cons of the 
local fiscal decentralization and it also makes it possible for the fiscal decentralization 
explains “China phenomenon” from a unique perspective. Under the planned economy 
system, the personal preferences of the leaders and financial pressure decided the starting 
and path of the deecentralization. Therefore, the policies then became transitional and 
forceful tools. Under the market economy system, public finance instead of national 
finance is strongly needed to adapt to the market process of China.Therefore，
market-orientation, publicization and decentralization which are like twin brothers make it 
necessary for us to consider the fiscal decentralization systematically and reasonably 
under the condition of the market economy system of China. 
China is a large country. The local national autonomous regions are special and 
different in history, geography, nationality, economy, sociality etc., which makes it 
necessary to consider them seperately from the other provinces. This is also the intent of 
the central government. In this paper, it is speculated that the regional ethnic autonomy 
system and the provisions about the financial autonomy were the first practice of the 
central and local governments within the legal framework during the time of planned 
economy system. It affected the social and economic development of local national 
autonomous regions. Since the reform and opening-up, the unbalanced and non-standard 
reorms have had different effects in different regions. The paper focuses on its influence 
on the economic growth and social equity of local autonomous regions. Taking the 
western fiscal decentralization theory as a reference, it is aimed to research how to 
improve and innovate the fiscal system of the local autonomous regions in market context. 
There are seven chapters in this paper. Chapter one is the analysis of the basic 
concepts, the aim and significance of the research , and a review of relative theories and 
literature.Chapter two is mainly about the speciality of the local autonomous regions in 













Law on Regional National Autonomy,and a summary of the experience got from the 
changes in fiscal system . In chapter three, it is focused on the reverse regulation and 
distribution of the existing tax system due to the defects of China’s 1994 tax reform. 
Chapter four is about the social equity under the influence of the fiscal decentralization.In 
chapter five, an empirical research shows the impact of fiscal decentralization on 
economic growth.Chapter six gives a concentrated inspection on fiscal decentralization 
below autonomy(provincial) level.Chapter seven gives some policy recommendations on 
how to construct a new framework of fiscal decentralizaton system between the central 
government and the local government in national autonomous regions. 
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